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Summary  of  Recommendations 


This  listing  below  serves  as  a  means  of  summarizing  the  recommendations  contained  in  the  report, 
the  department's  response  thereto,  and  a  reference  to  the  supporting  comments. 


Recommendation  #1 


Recommendation  #2 


Recommendation  #3 


Recommendation  #4 


Recommendation  #5 


We  recommend  the  department  work  with 

the  district  offices  to  establish  and 

follow  effective  control  procedures  to 

prevent  and  detect  duplicate  payments 6 

Agency  Response:   Concur.   See  page  B-4. 

We  recommend  the  department  ensure  trans- 
actions are  properly  reviewed  prior  to 
approval  or  establish  edits  on  department 
systems  to  limit  amounts  personnel  can 
approve  without  further  review 7 

Agency  Response:   Concur.   See  page  B-4. 

We  recommend  the  department  implement 
procedures  to  ensure: 

A.  Taxes  are  paid  by  the  ultimate  respon- 
sible motor  fuel  dealer  or  distributor 8 

Agency  Response:   Concur.  See  page  B-5. 

B.  Information  on  the  tax  returns  is 

correctly  reported 8 

Agency  Response:  Concur.  See  page  B-5. 

We  recommend  the  department  implement 

procedures  to  ensure  accountability  of 

GVW  permits  issued  and  revenue  due  the 

department 10 

Agency  Response:   Concur.  See  page  B-5. 

We  recommend  the  department  establish  and 
follow  procedures  to  ensure: 

A.     All  checks  are  restrictively  endorsed 
at  time  of  initial  receipt  by  the 
department  according  to  state  policy 11 

Agency  Response:   Concur.  See  page  B-6. 
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B.     All  receipts  are  deposited  timely  in 

accordance  with  state  law 11 

Agency  Response:  Concur.   See  page  B-6.  , 

Recommendation  #6  We  recommend  the  department  establish 

procedures  to  ensure  proper  separation 
of  responsibilities  in  accordance  with 
state  policy 13 

Agency  Response:  Concur.   See  page  B-7. 

Recommendation  #7  We  recommend  the  department  establish 

review  procedures  to  ensure  motor  fuels 
tax  revenue  is  correctly  recorded  on 
SBAS  at  fiscal  year-end 14 

Agency  Response:  Concur.  See  page  B-7. 

Recommendation  #8  We  recommend  the  department  improve 

procedures  to  ensure  MMS  activity  is 
recorded  on  SBAS 15 

Agency  Response:   Concur.  See  page  B-8. 

Recommendation  #9  We  recommend  the  department  establish 

procedures  to  ensure  equipment  rental 
charges  are  properly  assessed 15 

Agency  Response:  Concur.   See  page  B-8. 

Recommendation  #10  We  recommend  the  department  record  accrued 

expenditure  transactions  at  fiscal  year-end 
in  accordance  with  state  accounting  policy 16 

Agency  Response:   Concur.   See  page  B-9. 

Recommendation  #1 1  We  recommend  the  department  review  and 

revise  department  policy  for  equipment 
usage  charges  to  ensure  charges  to  federal 
projects  are  properly  supported  and  recorded 18 

Agency  Response:   Concur.  See  page  B-9. 
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Recommendation  #12 


We  recommend  the  department  establish 
procedures  to  ensure  the  payroll  additive 
rate  is  adjusted  on  the  department's  systems 
in  a  timely  manner 


19 


Agency  Response:   Concur.  See  page  B-10. 


Recommendation  #13 


We  recommend  the  department  establish 
procedures  to  ensure  the  federal  partici- 
pation rates  are  correctly  input  to  the 
department's  computer  system 


20 


Agency  Response:  Concur.  See  page  B-10. 
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Introduction 


Introduction 


We  performed  a  financial-compliance  audit  of  the  Montana 
Department  of  Transportation  for  the  two  fiscal  years  ended 
June  30,  1993.  The  objectives  of  the  audit  were  to  determine  if: 


1.  The  department  complied  with  applicable  state  and  federal 
laws  and  regulations  during  the  audit  period. 

2.  The  department's  administrative  and  accounting  controls 
were  effective  to  ensure  resource  use  was  consistent  with 
laws  and  regulations;  and  resources  were  safeguarded 
against  waste,  loss,  and  misuse. 

3.  The  department's  financial  schedules  present  fairly  the 
department's  changes  in  fund  balances  and  results  of  opera- 
tions for  the  two  fiscal  years  ended  June  30,  1993. 

4.  The  department  implemented  prior  audit  recommendations. 

This  report  contains  13  recommendations  to  the  department. 
These  recommendations  address  areas  where  internal  accounting 
control,  and  compliance  with  laws  and  regulations  can  be 
improved.   Other  areas  of  concern  deemed  not  to  have  a  signifi- 
cant effect  on  the  successful  operations  of  the  department's 
programs  are  not  specifically  included  in  the  report  but  have 
been  discussed  with  management. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  the 
costs  of  implementing  the  recommendations  made  in  this  report. 
Each  report  section  discloses  the  cost,  if  significant,  of  imple- 
menting the  recommendation. 


Background 


The  Montana  Department  of  Transportation  (MDT)  is  respon- 
sible for  coordinating,  implementing,  and  managing  state  trans- 
portation policy  and  planning  for  highway,  rail,  and  air  trans- 
portation.  The  department  was  created  July  1,  1991,  when  the 
former  Department  of  Highways  was  combined  with  Transporta- 
tion and  Aeronautics  programs  from  the  Department  of 
Commerce  and  the  Motor  Fuels  Tax  Division  from  the  Depart- 
ment of  Revenue.   MDT  remains  primarily  responsible  for  the 
planning,  construction,  improvement,  repair,  and  maintenance  of 
state  highways  and  federal  aid  system  highways.  The 
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department  also  collects  revenue  and  enforces  Gross  Vehicle 
Weight  (GVW)  and  Motor  Fuel  Tax  laws  and  regulations. 

The  department  is  under  the  direction  of  the  Highway  Commis- 
sion and  the  director.   The  commission  is  composed  of  five 
members  appointed  by  the  governor  and  confirmed  by  the  senate 
for  four  year  terms.   The  commission  determines  construction 
priorities,  selects  construction  projects,  and  determines  the 
allocation  of  financial  aid.   It  also  classifies  highways  as  federal 
aid,  primary,  and  off  system  in  the  state  maintenance  system. 
The  commission  may  delegate  certain  functions  to  the  director, 
who  is  appointed  by  the  Governor  and  confirmed  by  the  senate. 
During  the  audit  period,  MDT  experienced  turnover  in  directors 
but  not  in  other  key  management  positions. 

The  department  was  budgeted  for  2,004  full-time  equivalent 
employees  (FTE)  during  fiscal  year  1991-92  and  2,019  during 
fiscal  year  1992-93.   Budgeted  expenditures  and  transfers  out 
were  $324,453,193  in  fiscal  year  1991-92  and  $448,893,132  in 
fiscal  year  1992-93.   Highway  Revenue  Refunding  Bonds  of 
$1 12,040,000  issued  in  fiscal  year  1992-93  account  for  most  of 
the  increase  in  expenditures.   Bond  proceeds  were  used  to  refund 
a  portion  of  the  outstanding  1987  Series  Special  Revenue  Bonds. 
The  department's  primary  sources  of  funding  during  the  audit 
period  were  federal  funds,  motor  fuel  taxes,  new  vehicle  sales 
taxes,  and  bond  proceeds.   From  July  1,  1991  through  June  30, 
1993,  the  department's  fund  balance  in  the  Special  Revenue 
Fund  decreased  18.2  percent  (from  $108,848,269  to  589,079,003). 
The  1993  Legislature  addressed  the  declining  fund  balance  by 
increasing  gasoline  and  diesel  fuel  taxes  by  $.04  effective  July  1, 
1993,  and  $.03  effective  July  1,  1994. 

Department  activities  are  organized  under  ten  programs  as 
described  below: 

General  Operations  -  provides  administrative  support  services 
including  planning  and  research  activities.   The  compliance 
review  section  enforces  compliance  with  motor  fuel  tax  law  and 
collection  of  taxes  on  gasoline  and  diesel  fuel. 

Construction  -  is  responsible  for  project  planning  through  actual 
project  construction.   This  includes  design,  acquiring  right-of- 
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way,  processing  projects  for  contract  award,  and  administering 
construction  contracts.   Personnel  in  five  districts  and  in  Helena 
supervise  and  monitor  work  done  by  private  contractors  until  a 
project  is  completed. 

Maintenance  -  is  responsible  for  preserving  and  repairing  the 
state's  highway  systems  and  its  related  facilities. 

Motor  Pool  -  operates  and  maintains  a  fleet  of  vehicles  available 
to  state  offices  and  employees  in  Helena  to  conduct  official 
business.   The  cost  of  services  is  recovered  through  user  fees. 

Equipment  -  purchases,  distributes,  and  maintains  all  highway 
equipment  and  vehicles  for  use  within  the  department.   The 
equipment  is  rented  to  other  programs  within  the  department, 
primarily  construction  and  maintenance. 

Interfund  Transfers  -  records  transfers  between  accounting 
entities  and  to  the  Highway  Bond  Debt  Service  Funds. 

Stores  Inventory  -  purchases  and  issues  inventory,  including 
gravel,  sand,  road  oil,  and  gasoline,  used  by  department  pro- 
grams throughout  the  state.   Costs  are  recovered  through  charges 
to  the  other  programs  for  materials  used. 

Gross  Vehicle  Weight  -  enforces  statutes  and  regulations  related 
to  vehicle  weights  on  the  state's  highways  and  collects  gross 
vehicle  weight  fees.   Beginning  in  fiscal  year  1993-94,  this 
program  is  renamed  Motor  Carrier  Services. 

Aeronautics  -  provides  protection  and  safety  in  aeronautics.   The 
division  operates  the  airport  at  West  Yellowstone  and  maintains 
12  other  state-owned  airports,  provides  technical  assistance  to 
communities  on  constructing  or  improving  airports,  and  enforces 
pilot  and  aircraft  registration  regulations. 

Rail  &  Transit  -  provides  assistance  to  local  communities  in 
organizing  transportation  systems.   This  program  administers 
federal  funds  (Federal  Transit  Authority-FTA)  for  development 
of  transportation  systems,  administers  the  State  Rail  Plan,  and 
provides  grants  and  loans  to  communities  for  local  transportation 
system  development.   Beginning  in  fiscal  year  1993-94,  this 
program  is  called  Transportation  Planning. 
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Prior  Audit  Recom-  The  previous  audit  for  fiscal  years  1989-90  and  1990-91 

mendations  contained  12  recommendations  still  applicable  to  the  department. 

The  department  has  implemented  10  of  the  recommendations, 
and  has  not  implemented  2  recommendations. 

The  recommendations  not  implemented  relate  to  establishing 
controls  for  preventing  and  detecting  federal  participating  rate 
input  errors,  discussed  on  page  20,  and  fully  implementing  and 
following  control  procedures  to  ensure  equipment  usage  charges 
are  proper  and  adequately  supported,  discussed  on  page  17. 
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Internal  Control 


Department  management  is  responsible  for  establishing  and 
maintaining  adequate  systems  of  internal  control.   The  objectives 
of  a  system  of  internal  controls  are  to  provide  management  with 
reasonable,  but  not  absolute,  assurance  that  use  of  resources  is 
consistent  with  laws,  regulations  and  policies.   The  control 
system  should  also  provide  reliable  data  and  assure  management 
reports  are  fairly  disclosed.   The  following  sections  address  areas 
where  internal  controls  should  be  improved  to  reduce  the  risk  of 
errors  and  irregularities  occurring  and  not  being  detected  and 
corrected  on  a  timely  basis. 


Duplicate  Payments 


We  reviewed  transfer  warrant  claims  cancelled  by  the  depart- 
ment during  the  eight  month  period  from  July  1992  to  February 
1993.  The  department  cancelled  31  state  warrants  during  that 
period.  Twenty  cancellations  were  the  result  of  duplicate  pay- 
ments and  eight  were  for  payments  sent  to  the  wrong  vendor. 
The  vendors  returned  25  of  the  28  warrants  and  notified  the 
department  of  the  error.  The  remaining  three  were  discovered 
by  the  department.   We  did  not  determine  how  many  duplicate 
payments  were  not  detected  or  returned,  but  the  duplicate 
warrants  returned  amounted  to  $4,342. 


According  to  department  policy,  the  person  entering  a  trans- 
action on  the  department  on-line  claims  system  is  to  review  a 
vendor  invoice  file  to  determine  if  the  invoice  has  already  been 
paid.   Many  vendor  payment  transactions  are  recorded  at  the 
district  offices,  outside  of  the  central  accounting  function.   At 
two  district  offices  we  visited  we  noted  personnel  do  not  follow 
department  procedures,  stating  that  reviewing  the  vendor  invoice 
file  is  time  consuming.   These  districts  kept  lists  of  vendor 
payments  or  reviewed  vendor  statements  to  ensure  no  duplicate 
payments  had  been  made. 

Our  EDP  audit  report  issued  in  April  1992  (89DP-37)  contained 
this  same  issue.   In  that  report,  the  department  concurred  with 
our  recommendation  to  ensure  field  offices  follow  department 
policy  regarding  using  the  automated  invoice  file.   Without 
adequate  procedures  or  with  procedures  department  personnel  do 
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not  follow,  the  department  risks  the  potential  for  vendors  to  be 
overpaid  without  detection. 


Recommendation  #1 

We  recommend  the  department  work  with  the  district 
offices  to  establish  and  follow  effective  control  procedures 
to  prevent  and  detect  duplicate  payments. 


Review  and  Approval  of  During  the  1991-92  fiscal  year-end  period,  the  department  input 

Transactions  and  authorized  an  expenditure  accrual  for  $11,305,600.   The 

correct  transaction  amount  should  have  been  $1 13,056. 

In  March  of  1993,  a  district  office  input,  authorized,  and  issued 
a  vendor  payment  warrant  for  $43,164,031.   The  correct  pay- 
ment amount  should  have  been  $31. 

The  department  detected  and  corrected  the  errors  because  of  the 
large  amounts  involved  after  they  were  processed  on  the  State- 
wide Budgeting  and  Accounting  System  (SBAS).   In  addition,  we 
were  informed  an  incorrect  transaction  for  approximately 
$23  million  was  entered  at  a  district  office,  but  was  detected 
before  it  was  processed.   Department  personnel  attributed  the 
errors  to  human  error  or  failure  to  follow  department 
procedures.   Department  policy  specifies  document  approval 
includes  a  verification  of  dollar  amount  and  transaction 
description  based  upon  the  accompanying  document  support. 

Contractor  payments  for  construction  project  costs  which  range 
from  $250,000  to  over  $1  million  each  month  are  performed  by 
central  accounting.   We  determined  there  are  review  controls  in 
place  over  these  payments.  The  errors  we  found  were  non- 
contractor  payments  and  transactions  approved  at  district  offices. 

If  department  personnel  do  not  appropriately  review  transactions 
to  detect  errors  before  approving  them,  the  department  should 
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consider  placing  edits  on  the  department  systems  to  limit  the 
amount  personnel  can  approve  for  noncontractor  payments  with- 
out requiring  further  review  of  the  transaction  or  requiring  a 
second  approval. 


Recommendation  #2 

We  recommend  the  department  ensure  transactions  are 
properly  reviewed  prior  to  approval  or  establish  edits  on 
department  systems  to  limit  amounts  personnel  can  approve 
without  further  review. 


Motor  Fuel  Tax  Return  According  to  department  records,  there  are  over  2,200  gasoline 

Procedures  distributors  and  special  fuel  dealers  who  must  file  monthly  tax 

returns  reporting  the  number  of  gallons  sold.   There  are  also  over 
9,700  special  fuel  users  who  must  file  quarterly  on  annual  tax 
returns  of  number  of  gallons  used.   The  department  collected 
$121  million  and  $116  million  in  motor  fuel  tax  revenue  in  fiscal 
years  1991-92  and  1992-93,  respectively. 

The  department  began  collecting  motor  fuel  tax  revenue  in  fiscal 
year  1991-92  when  the  Motor  Fuels  Tax  Division  was  trans- 
ferred from  the  Department  of  Revenue.   The  department  uses 
an  automated  motor  fuel  system  transferred  from  the  Depart- 
ment of  Revenue.  The  department  has  made  changes  to  improve 
this  system;  however,  during  our  testing  of  40  motor  fuels  tax 
returns  we  noted  concerns  where  the  department  could  improve 
procedures  to  ensure  the  department  is  receiving  all  tax  revenue 
due  the  department. 

We  found  that  one  fuel  dealer  reported  2,000  gallons  of  diesel 
fuel  sold  to  another  dealer  and  did  not  pay  tax  on  the  fuel.   We 
checked  the  other  dealer's  return  and  found  no  evidence  of  that 
dealer  paying  the  tax.   As  a  result,  the  department  did  not  collect 
approximately  $400  in  tax  revenue. 
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On  another  return,  we  found  the  taxpayer  reported  the  tax 
liability  incorrectly.   Personnel  did  not  check  the  accuracy  of  the 
tax  return  and  as  a  result,  the  department  did  not  collect  taxes  of 
$61. 


According  to  department  personnel,  processors  input  the  return 
data  into  the  motor  fuels  system  but  do  not  verify  that  the 
information  is  properly  recorded.   Personnel  also  do  not  cross 
reference  to  other  dealer  returns  if  sales  or  purchases  are 
reported  to  other  dealers.   In  these  situations,  the  motor  fuels 
system  will  not  detect  such  discrepancies.   Personnel  should  cross 
reference  for  fuel  sold  to  other  dealers  to  ensure  taxes  are  paid 
on  the  fuel  and  should  perform  a  check  for  accuracy  of  tax 
returns  filed.   Department  management  intends  to  increase 
compliance  review  audits  to  perform  the  reviews  necessary  to 
ensure  taxes  are  properly  reported. 


Recommendation  #3 

We  recommend  the  department  implement  procedures  to 
ensure: 

A.  Taxes  are  paid  by  the  ultimate  responsible  motor  fuel 
dealer  or  distributor. 

B.  Information  on  the  tax  returns  is  correctly  reported. 


Gross  Vehicle  Weight  Gross  Vehicle  Weight  (GVW)  personnel  issue  vehicle  weight 

Permit  Procedures  permits.   Field  officers  and  agents  deposit  fees  received  in  local 

area  banks  and  send  copies  of  the  deposit  and  copies  of  permits 
issued  to  Helena.  The  accounting  services  bureau-collections 
section  records  the  receipts  on  SBAS.  Permits  issued  are 
sequentially  numbered. 

We  reviewed  two  GVW  permit  issue  locations  to  ensure  the 
department  could  account  for  all  sequentially  numbered  permits 
issued  for  a  one-month  period.   We  found  one  instance  where  a 
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permit  was  identified  as  "no  issue  no  deposit"  and  the  department 
did  not  account  for  the  permit.   The  GVW  officer  had  voided 
the  permit  in  February  1991,  but  retained  all  copies  of  the 
permit.   Department  policy  requires  voided  permits  be  sent  to 
the  Motor  Carriers  Division  in  Helena.   One  copy  of  the  multi- 
copy permit  is  retained  by  the  officer/agent.   Motor  Carriers 
Division  personnel  did  not  check  to  ensure  they  accounted  for  all 
permits. 

The  Motor  Carrier  Division  converted  from  a  manual  permit 
issue  system  to  an  automated  permit  issue  system  beginning 
November  1992.   The  automated  permits  are  in  three  parts,  one 
given  to  the  permit  purchaser,  one  kept  by  the  GVW  officer,  and 
one  sent  to  Helena  with  the  deposit.   We  found  all  parts  of  the 
permit  are  the  same  and  not  identified  as  which  copy  belongs  to 
which  party.   As  a  result,  the  officer  could  void  two  copies  of  a 
permit  sending  them  to  Helena  as  required  by  current  depart- 
ment policy.  The  officer  could  then  issue  the  remaining  copy  of 
the  permit  and  retain  the  fee. 

In  addition,  we  found  the  department  no  longer  reviews  permits 
issued  to  ensure  all  permits  are  properly  accounted  for  either  by 
deposit  or  properly  voiding  the  permit.   Personnel  previously 
performed  a  sequence  review  or  reconciliation  of  permits  issued 
to  GVW  officers  by  sequential  number.   Personnel  stated  the 
review  ceased  when  the  automated  system  was  implemented 
because  the  system  can  no  longer  list  permits  issued  sequentially. 
We  believe  the  GVW  permit  reconciliation  is  an  essential  control 
to  ensure  all  permit  revenue  due  the  department  is  being 
received.   Currently,  the  automated  system  tracks  permits  issued 
by  officer  number.  The  department  could  track  permits 
sequentially  and  reconcile  for  gaps  in  the  sequence  by  investi- 
gating by  the  location  where  the  permits  should  have  been 
issued. 
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Recommendation  #4 

We  recommend  the  department  implement  procedures  to 
ensure  accountability  of  GVW  permits  issued  and  revenue 
due  the  department. 


Restrictive  Endorsement  of  State  accounting  policy  requires  checks  to  be  restrictively 

Checlis  and  Timely  endorsed  at  the  time  of  receipt.   In  addition,  section  17-6-105, 

Deposits  MCA,  requires  the  department  deposit  money  collected  when- 

ever cash  exceeds  $100,  or  when  $500  is  accumulated.   The  law 
requires  the  department  deposit  money  at  least  weekly. 

The  mail  room  in  Helena  usually  opens  all  mail  received  by  the 
department  and  restrictively  endorses  checks  received  except  the 
GVW  and  Motor  Fuels  receipts.   The  mail  room  records  checks 
in  a  check  log  before  forwarding  the  checks  to  different  depart- 
ment areas.   GVW  mail  is  delivered  to  the  Motor  Carriers 
Division  unopened  and  Motor  Fuels  mail  is  delivered  to  the 
collections  section  unopened.  This  mail  is  eventually  opened  by 
Accounting  Services  Bureau  -  collections  section  and  checks  are 
restrictively  endorsed.   Internal  control  systems  are  effective  if 
duties  are  segregated  and  records  are  kept  for  reconciliation  and 
comparison.   We  found  no  comparison  is  performed  of  checks 
received  to  amounts  deposited  by  the  department,  increasing  the 
likelihood  of  errors  occurring  because  of  lost  or  misplaced 
checks. 

MDT  has  an  effective  system  in  place  and  operating  in  the  mail 
room  which  segregates  duties  and  records  checks  when  received. 
The  mail  room  check  log  can  be  compared  to  check  deposit 
documents  to  ensure  complete  amounts  are  deposited.   The 
Motor  Carriers  Division  and  collections  section  do  not  utilize  the 
mail  room  check  log  procedures.   As  a  result,  comparison 
between  the  mail  room  check  receipt  log  and  check  deposits 
cannot  be  performed  to  ensure  checks  received  are  completely 
processed  and  deposited.   Mail  room  personnel  could  open  all 
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mail,  restrictively  endorse  checks,  and  log  all  checks  received 
before  forwarding  to  the  Motor  Carriers  Division  and  collections 
section. 


We  reviewed  20  deposits  made  by  GVW  officers  at  area  locations 
and  found  two  instances  where  deposits  were  not  made  in  accor- 
dance with  law.   One  instance  involved  a  deposit  not  made  when 
the  amount  collected  exceeded  $500  and  another  instance  where 
the  deposit  was  not  made  weekly.   Department  policy  requires 
deposits  be  made  in  accordance  with  state  law.   Collections 
personnel  stated  they  monitor  deposit  requirements  and  these 
instances  were  oversights  and  not  indicative  of  continual 
problems. 

At  the  Butte,  Missoula,  Great  Falls,  and  Bozeman  offices,  checks 
are  not  endorsed  until  the  deposit  is  prepared.   At  Great  Falls, 
we  noted  checks  for  outdoor  advertising  control  are  kept  in  a 
locked  file  cabinet,  unendorsed  until  a  permit  is  actually  issued. 
Great  Falls  personnel  explained  that  if  a  permit  is  not  issued,  the 
check  is  sent  back  to  the  applicant.   Checks  may  be  held  for  two 
to  four  weeks. 

The  department  should  ensure  checks  are  restrictively  endorsed 
when  received  and  collections  deposited  in  a  timely  manner. 


Recommendation  #5 

We  recommend  the  department  establish  and  follow 
procedures  to  ensure: 

A.  All  checks  are  restrictively  endorsed  at  time  of  initial 
receipt  by  the  department  according  to  state  policy. 

B.  All  receipts  are  deposited  timely  in  accordance  with 
state  law. 
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Separation  of  Responsibil-  State  accounting  policy  requires  functional  responsibilities  of 

ities  record  keeping,  authorization,  operations,  and  custodianship  of 

assets  be  separated  to  ensure  assets  are  safeguarded  from 
unauthorized  use  or  disposition  and  the  financial  records  and 
underlying  transactions  are  reliable. 

One  person  in  the  collections  section  is  responsible  for  receiving 
mail,  opening  mail  (mail  containing  permit  payments),  recording 
transactions,  preparing  collection  reports,  and  depositing.     With 
a  single  person  responsible  for  receiving,  recording,  and  safe- 
guarding assets,  the  potential  for  misappropriation  of  funds 
exists.   The  collection  section  supervisor  estimates  approximately 
30  percent  of  GVW  permit  revenue  is  handled  by  this  one  person 
and  70  percent  is  from  GVW  officers  and  agents  depositing 
funds  in  local  banks.   In  fiscal  years  1991-92  and  1992-93,  MDT 
recorded  $27,084,734  and  $29,273,235  in  GVW  permit  revenue, 
respectively. 

The  Aeronautics  Division  recorded  $27,586  and  $31,366  in  pilot 
registration  revenue  in  fiscal  years  1991-92  and  1992-93, 
respectively.   The  division  recorded  $2,696  and  $3,053  in  airport 
lease  payments  in  fiscal  years  1991-92  and  1992-93,  respectively. 
We  found  one  employee  is  responsible  for  restrictively  endorsing 
checks,  preparing  deposits,  and  entering  the  transactions  on  the 
accounting  records  for  pilot  license  revenue.   One  employee 
receives  airport  lease  payments  and  prepares  the  collection 
report.   An  independent  review  and  verification  of  revenue 
received  is  not  performed. 

Finally,  at  the  Missoula  and  Bozeman  field  offices,  one  person  is 
responsible  for  ordering  inventory  items,  recording  and  issuing 
items  from  the  inventory  records,  and  has  access  to  the  storage 
areas. 

The  department  should  separate  the  duties  of  record  keeping, 
authorization,  and  custodianship  for  inventory  and  moneys 
received.   Proper  separation  increases  controls  for  prevention 
and  discovery  of  errors. 
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Recommendation  #6 

We  recommend  the  department  establish  procedures  to 
ensure  proper  separation  of  responsibilities  in  accordance 
with  state  policy. 


Accounting  Issues 


Section  17-1-102,  MCA,  requires  the  department  to  record  all 
necessary  transactions  in  order  to  present  the  receipt,  use,  and 
disposition  of  all  money  and  property  under  department  control 
in  accordance  with  generally  accepted  accounting  principles. 
Compliance  with  accounting  principles  and  policy  improves  the 
consistency  and  comparability  of  the  accounting  information  and 
enhances  the  usefulness  of  the  information  for  management, 
legislators,  and  other  users.   In  the  following  sections  we  discuss 
instances  where  the  department  can  improve  compliance  with 
state  law  and  accounting  policy. 


Motor  Fuels  Tax  Revenue 
Misclassification 


MDT  personnel  misclassified  $2,031,293  of  motor  fuels  tax 
revenue  as  miscellaneous  revenue  in  the  Special  Revenue  Fund 
in  fiscal  year  1991-92.  State  accounting  policy  requires  agencies 
to  identify  revenue  by  source  and  time  period  using  the  state's 
accounting  system.   The  error  caused  fiscal  year  1991-92  tax 
revenue  to  be  understated  and  miscellaneous  revenues  to  be 
overstated  by  the  above  amount.   Personnel  indicated  the  error 
occurred  because  a  cashier  was  allowed  access  to  record  the 
transaction  from  the  motor  fuels  accounting  system  to  SBAS 
without  supervisory  review.   At  the  time  the  motor  fuels  system 
was  transferred  from  the  Department  of  Revenue,  department 
personnel  were  not  aware  the  cashier  could  obtain  access  to 
record  transactions  on  SBAS  without  review.   The  transaction 
was  recorded  during  the  fiscal  year-end  period  and  was  not 
corrected  until  fiscal  year  1992-93.   The  department  has  changed 
the  system  so  that  cashier  access  is  not  allowed. 
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Recommendation  #7 

We  recommend  the  department  establish  review  procedures 
to  ensure  motor  fuels  tax  revenue  is  correctly  recorded  on 
SBAS  at  fiscal  year-end. 


Maintenance  Management  The  department  uses  the  maintenance  management  system 

System  Errors  (MMS)  to  record  costs  related  to  statewide  highway  maintenance. 

The  MMS  also  records  stores  program  activity  related  to 
purchase  and  sale  of  gravel,  sand,  and  road  oil  mix.   In 
September  and  October  1991,  and  again  in  May  and  June  1992, 
department  personnel  did  not  ensure  stores  program  activity 
recorded  on  the  MMS  was  properly  recorded  on  SBAS.   As  a 
result,  we  estimate  sales  of  documents  and  merchandise  revenue 
in  the  Special  Revenue  Fund  is  understated  by  $566,480  in  fiscal 
year  1991-92  and  repair  and  maintenance  expenditures  are 
understated  in  the  maintenance  program  by  the  same  amount.   In 
addition,  we  estimate  goods  purchased  for  resale  expenditures  in 
the  Special  Revenue  Fund  stores  inventory  program  are  under- 
stated by  $147,888  and  equipment  rental  expense  is  overstated  in 
the  maintenance  program  by  the  same  amount.   The  error  was 
not  detected  until  fiscal  year-end  1991-92  when  supervisory 
personnel  noticed  an  unexpected  shortage  in  stores  revenue.   The 
error  was  corrected  in  fiscal  year  1992-93. 

We  noted  similar  problems  in  our  April  1992  EDP  audit  of  the 
department  (89DP-37).   In  the  EDP  audit  we  noted  information 
on  the  MMS  system  was  not  reviewed  for  accuracy  and  super- 
visory reviews  were  not  documented.   We  determined  input 
controls  were  not  adequate  to  ensure  the  integrity  of  the  data. 
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Recommendation  #8 

We  recommend  the  department  improve  procedures  to 
ensure  MMS  activity  is  recorded  on  SBAS. 


Equipment  Management  The  equipment  bureau  charges  rent  to  other  programs  within  the 

System  Errors  department  for  the  use  of  equipment.   Rental  rates  are  made  up 

of  a  usage  rate  based  on  actual  miles  driven  or  hours  used  and  an 
assigned  rate  based  on  the  time  in  a  pay  period  the  equipment  is 
assigned  to  a  location  or  project.   The  equipment  management 
system  (EMS)  is  designed  to  provide  management  information 
and  to  support  charges  to  other  programs  for  equipment  use. 

The  final  pay  period  of  fiscal  year  1991-92  consisted  of  two  days 
or  16  hours.   The  EMS  system  mistakenly  charged  80  hours  of 
assigned  time  for  the  two  days.   As  a  result,  charges  for  services 
revenue  is  overstated  in  the  Internal  Service  Fund  by  $340,159  in 
fiscal  year  1991-92.   Special  Revenue  Fund  rent  expenditures  are 
overstated  $44,449  and  $293,383  in  the  construction  and  main- 
tenance programs,  respectively,  for  the  same  period.   The 
remaining  $2,327  of  rent  expenditures  is  overstated  in  other  pro- 
grams. 

Department  personnel  said  the  system  automatically  charges  out 
the  80  hours  assigned  time  each  pay  period.   Personnel  should 
review  the  year-end  charges  to  ensure  the  correct  time  was 
assessed. 


Recommendation  #9 

We  recommend  the  department  establish  procedures  to 
ensure  equipment  rental  charges  are  properly  assessed. 
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Expenditure  Accrual 
Coding 


State  accounting  policy  allows  an  agency  to  accrue  expenditures 
for  valid  obligations  existing  at  the  end  of  the  fiscal  year.   An 
agency  will  record  the  expenditure  as  an  "A"  accrual  if  the  item 
or  service  is  received  after  June  30,  or  as  a  "B"  accrual  if  the 
item  or  service  is  received  before  June  30.   This  coding  is  used 
to  make  adjustments  in  preparing  the  state's  Comprehensive 
Annual  Financial  Report  to  conform  with  generally  accepted 
accounting  principles. 


During  the  fiscal  year-end  period  for  1992-93,  the  department 
recorded  over  500  accrual  transactions.   During  our  review  of  5 
accrual  transactions,  we  found  the  department  mistakenly 
recorded  an  "A"  expenditure  accrual  for  $624,423  for  utility 
relocation  services  in  the  Special  Revenue  Fund  that  had  been 
performed  before  June  30,  1993.   Personnel  also  recorded  a  "B" 
accrual  for  $272,655  for  a  maintenance  project  that  had  not 
started  as  of  fiscal  year-end  1992-93,  also  in  the  Special 
Revenue  Fund. 

According  to  department  personnel,  these  errors  occurred 
because  accounting  personnel  incorrectly  interpreted  information 
provided  from  other  divisions,  or  mistakenly  applied  procedures 
to  the  wrong  project. 


Recommendation  #10 

We  recommend  the  department  record  accrued  expenditure 
transactions  at  fiscal  year-end  in  accordance  with  state 
accounting  policy. 


Federal  Issues 


Federal  regulations  require  the  department  establish  and 
maintain  an  effective  internal  control  structure  to  ensure 
accountability  for  federal  financial  assistance.   The  following 
two  issues  address  areas  where  the  department  can  improve 
procedures. 
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Equipment  Usage  Charges  As  previously  stated,  the  equipment  management  system  is 

designed  to  provide  management  information  and  charge 
projects  for  equipment  use.   Federal  regulations  require  the 
accounting  records  be  supported  by  source  documentation,  such 
as  time  records  and  operator  usage  reports. 

Department  policy  requires  supervisors  review  and  initial  the 
operator  usage  reports  to  indicate  the  approval  of  charges  to  the 
various  projects.   This  review  and  approval  is  designed  to  ensure 
accurate  charges  to  projects  on  which  the  equipment  was  used. 
We  recommended  in  the  previous  three  audits  that  the  depart- 
ment implement  policies  requiring  review  and  approval  of 
operator  usage  reports.   We  also  noted  problems  with  the  equip- 
ment management  system  in  our  June  1992  performance  audit  of 
the  Equipment  and  Motor  Pool  Programs  (91P-28).   In  that  audit 
we  recommended  the  department  ensure  the  equipment  manage- 
ment system  provide  useful,  accurate,  and  timely  information; 
establish  controls  over  data  input,  processing,  and  output;  and 
provide  training  to  ensure  staff  understand  how  to  use  the 
system. 

During  our  testing  of  charges  to  the  federal  planning  and 
construction  program  (CFDA  20.205),  we  reviewed  six  equip- 
ment usage  transactions  from  fiscal  year  1991-92  and  through 
February  1993.   We  found  the  following  inconsistencies  with 
department  policy  and  federal  requirements. 

Five  of  the  six  equipment  usage  reports  reviewed  had  not 
been  initialed  by  a  supervisor. 

Three  equipment  usage  charges  were  not  properly 
supported  by  the  equipment  usage  reports.   Two  projects 
were  undercharged  and  one  project  was  overcharged  for 
mileage  recorded  on  the  usage  report.  The  amounts  were 
not  significant. 

We  compared  operator  usage  reports  to  the  operators' 
weekly  time  sheets  for  the  related  pay  period.   We  found 
one  usage  charge  where  an  operator  reported  using  an 
equipment  unit  during  a  week  the  operator's  timesheet 
indicated  he  was  on  vacation. 
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Personnel  explained  the  last  instance  resulted  because  the  equip- 
ment unit  remained  assigned  to  the  project  although  the  user  was 
on  vacation.   Personnel  added  the  equipment  could  have  been 
used  by  another  operator  during  the  period  the  operator  who 
initialled  the  usage  report  was  on  vacation.   If  that  is  the  case 
that  operator  should  initial  the  report  for  that  period  of  time. 

It  takes  time  to  complete,  review,  and  input  data  from  the 
operator  usage  reports  and  it  appears  the  data  may  not  be  accu- 
rate.  If  the  department  continues  this  method  of  charging 
projects  for  equipment  usage,  it  should  ensure  application  of 
effective  control  procedures.  Control  procedures  include  super- 
visory review  and  approval  of  operator  usage  reports  and 
comparisons  of  operator  usage  reports  to  time  sheets.    Effective 
control  procedures  could  improve  the  accuracy  of  information 
recorded  on  the  operator  usage  report  and  input  to  the  equip- 
ment management  system. 

Based  on  this  same  finding  in  our  previous  reports,  the  Federal 
Highway  Administration  (FHWA)  requested  the  department 
perform  a  statewide  review  to  determine  the  extent  of 
discrepancies  in  the  usage  reports.   The  department  did  not 
perform  the  review,  stating  the  review  was  not  a  priority 
concern  for  them.   The  department  should  work  with  FHWA  to 
determine  appropriate  procedures  to  ensure  charges  to  federal 
projects  are  properly  supported. 


Recommendation  #11 

We  recommend  the  department  review  and  revise  depart- 
ment policy  for  equipment  usage  charges  to  ensure  charges 
to  federal  projects  are  properly  supported  and  recorded. 
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Findings  and  Recommendations 


Timely  Application  of 
Payroll  Additive  Rates 


The  department  calculates  an  annual  payroll  additive  rate  to 
recover  personal  services  leave  and  benefit  costs  involving 
federally  funded  construction  projects.   The  rate  is  applied  to 
personal  services  charged  to  federal  participating  projects.   The 
additive  rate  is  reviewed  and  adjusted  for  a  federal  fiscal  year 
period  which  is  October  1  to  September  30. 


The  calculated  rates  for  federal  fiscal  years  1990-91  and  1991-92 
were  38.34  percent  and  43.33  percent,  respectively.   The  depart- 
ment's computer  system  was  not  changed  to  the  federal  fiscal 
year  1991-92  rate  until  January  28,  1992,  or  120  days  after  the 
start  of  the  period.   As  a  result,  we  estimate  the  department  did 
not  recover  $162,1 14  of  payroll  additive  costs  in  fiscal  year 
1991-92. 

Department  personnel  were  not  aware  the  payroll  additive  rate 
was  not  changed  timely  in  October  1991  because  there  was  a  lack 
of  communication  between  the  department's  accounting  and 
information  system  bureaus. 


Recommendation  #12 

We  recommend  the  department  establish  procedures  to 
ensure  the  payroll  additive  rate  is  adjusted  on  the  depart- 
ment's systems  in  a  timely  manner. 


Federal  Participation  Rate 
Input  Errors 


In  our  previous  audit,  we  recommended  the  department  establish 
procedures  for  preventing  and  detecting  input  errors  for  federal 
participating  rates.   Personnel  performed  a  review  in  August, 
1992  of  1 18  projects  and  found  and  corrected  3  input  errors. 
Personnel  stated  no  one  reviews  input  documentation  to  ensure 
the  correct  rate  was  entered  and  no  additional  review  has  been 
performed  since  the  review  in  1992. 
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Findings  and  Recommendations 


During  our  testing  of  construction  project  charges,  we  found  the 
department's  computer  system  was  programmed  with  incorrect 
federal  participation  rates  for  three  of  the  thirty-two  federal 
highway  projects.   One  project  was  corrected  when  employees 
processing  a  project  modification  discovered  the  error;  however, 
an  incorrect  rate  was  applied  from  February  1990  until 
September  1992.   The  other  two  projects  were  not  detected.   We 
estimate  the  department  did  not  recover  federal  revenue  of 
$327,125  for  the  two  projects  during  the  period  of  July  1991  to 
May  1993. 

Department  personnel  explained  that  few  hours  are  available  for 
reviewing  the  federal  participation  rates  and  FHWA  is  convert- 
ing to  a  new  accounting  system.   Because  of  these  reasons,  the 
department  relies  on  FHWA  and  final  project  review  procedures 
to  detect  prorata  input  errors. 

It  is  the  department's  responsibility  to  establish  and  maintain  an 
effective  internal  control  structure,  including  controls  to  ensure 
charges  to  federal  financial  assistance  programs  are  properly 
supported.  The  department  should  establish  procedures,  such  as 
supervisory  review,  to  ensure  rates  are  input  accurately. 


Recommendation  #13 

We  recommend  the  department  establish  procedures  to 
ensure  the  federal  participation  rates  are  correctly  input  to 
the  department's  computer  system. 
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Independent  Auditor's  Report 
&  Agency  Financial  Schedules 


Page  A-1 


Summary  of  Independent  Auditor's  Report 


Summary  of  Indepen-  The  financial  schedules  presented  were  prepared  from  the 

dent  Auditor's  Report  Statewide  Budgeting  and  Accounting  System  (SBAS)  without 

adjustments  for  errors.  The  following  independent  auditor's 
report  issued  on  the  financial  schedules  is  intended  to  convey  the 
degree  of  reliance  the  reader  can  place  on  the  amounts  presented. 

We  issued  an  unqualified  opinion  on  the  financial  schedules  for 
each  of  the  two  fiscal  years  ended  June  30,  1992  and  1993.  This 
means  the  financial  schedules  are  fairly  stated  in  all  material 
respects  and  the  user  may  place  reliance  on  the  information 
presented. 
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STATE  OF  MONTANA 


LEGISLATIVE  AUDITOR: 
SCOTT  A.  SEACAT 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 


<^fiitt  ill  i\tt  '^t^iilrdbxt  ^yxh-iixix 


STATE  CAPITOL 

PO  BOX  201705 

HELENA,  MONTANA  59620-1705 

406/444-3122 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARY  BRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  financial  schedules  of  the  Department  of  Transporta- 
tion for  each  of  the  two  years  ended  June  30,  1992  and  1993,  beginning  on  page  A-4.   The  infor- 
mation contained  in  these  schedules  is  the  responsibility  of  the  department's  management.   Our 
responsibility  is  to  express  an  opinion  on  these  financial  schedules  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.   Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether 
the  financial  schedules  are  free  of  material  misstatement.   An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  schedules.   An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  financial  schedule  presentation.   We  believe  that  our  audit 
provides  a  reasonable  basis  for  our  opinion. 

As  described  in  note  1 ,  the  financial  schedules  are  presented  on  a  comprehensive  basis  of 
accounting  other  than  generally  accepted  accounting  principles.  The  schedules  are  not  intended  to 
be  a  complete  presentation  and  disclosure  of  the  department's  assets,  liabilities,  and  cash  flows. 

In  our  opinion,  the  financial  schedules  referred  to  above  present  fairly,  in  all  material 
respects,  the  results  of  operations  and  changes  in  fund  balances  of  the  Department  of 
Transportation  for  the  two  years  ended  June  30,  1992  and  1993,  in  conformity  with  the  basis  of 
accounting  described  in  note  1. 

As  discussed  in  note  10,  the  department  changed  certain  revenue  recognition  procedures  in 
fiscal  year  1991-92  and  again  in  fiscal  year  1992-93  to  conform  with  changes  in  state  accounting 
policy. 

Respectfully  submitted. 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


September  9,  1993 
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DEPARTMENT  OF  TRANSPORTATION 


FUND  BALANCE:  July  1,  1991 


SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 

Internal 
Service 
Fund 

$37,485,751 

Expendable 
Trust  Fund 

$  219.023 

FOR  THE  TWO  FISCAL 

YEARS  ENDED  JUNE 

30.  1993 

Spec  i  a  I 
Revenue 
General  Fund      Fund 

Debt 

Service 

Fund 

$10,873,084 

Enterprise 
Fund 

Nonexpendable 
Trust  Fund 

$       0   $108,848,269 

$      0 

$     0 

ADDITIONS 

Fiscal  Year  1991-92 
Budgeted  Revenue  &  Transfers  In 
Nonbudgeted  Revenue  &  Transfers  In 
Prior  Year  Revenue  Adjustments 
Support  From  State  of  Montana  . 
Direct  Entries  to  Fund  Balance 

Fiscal  Year  1992-93 
Budgeted  Revenue  &  Transfers  In 
Nonbudgeted  Revenue  &  Transfers  In 
Direct  Entries  To  Fund  Balance 
Prior  Year  Revenue  Adjustments 
Prior  Year  Transfers  In  Adjustments 
Total  Additions 


18,986 
571 

369,652 
(5,504) 

306,388,941 
255,844 
(478,416) 

2,273,678 

12, 

,574 

.3312 

53,847 
286,847 

16,547,156 
(5,915) 
5,075 

122,403 
2,164,374 

10,910 
238,095 

464,098 
1 
218,000 
(570) 

428,873,729^ 
197,636 
520,126 
8,781,032-* 

25, 

,047, 

,030^ 

50,024 

209,510 

3,327 

10.529 

614.084 

15,704,774 
7,854 
(106,941) 
(346,389) 

46,416 

8,513 

1.065.234 

746.812.570 

IL 

,621, 

,361 

31.805.614 

2.333.193 

257.518 

REDUCTIONS 

Fiscal  Year  1991-92 
Budgeted  Expenditures  &  Transfers  Out 
Cash  Transfers  Out  (Note  8) 
Nonbudgeted  Expenditures  &  Transfers  Out 
Prior  Year  Expenditure  Adjustments 
Nonbudgeted  Prior  Year  Expenditure 
Adjustments 

Fiscal  Year  1992-93 
Budgeted  Expenditures  &  Transfers  Out 
Support  To  State  Of  Montana 
Cash  Transfers  Out  (Note  8) 
Prior  Year  Transfers  Out  Adjustments 
Nonbudgeted  Expenditures  &  Transfers  Out 
Prior  Year  Expenditure  Adjustments 
Nonbudgeted  Prior  Year  Expenditure 
Adjustments 
Total  Reductions 

FUND  BALANCE:  June  30,  1993 


386,545 
(2,840) 

309,884,870 
9,930,418 

(97,012) 

12,776,333^ 

66,915 

24,286 

2,655 

14,066,300 

566,371 
1,261 

(322,578) 

48,564 

10,910 

315,955 
367,908 

(2,334) 

433,887,629^ 

13,076,751 
10,529 

(111,347) 

28,747,276^ 

52,011 

6,843 

15,292 
130 

9.959 
178.091 

14,550,353 

1,526,835 
(6,974) 

(1.290.572) 
29,090.996 

2, 

z 

87,184 
,195,886 

3,023 

1.065.234 

766.581.836 

41.523.609 

,331.634 

13.933 

;      0 

$  89.079.003 

$  6.970.836 

$435,993 

$40,200,369 

$_ 

220.582 

$243,585 

See  note  2. 

See  note  6  and  7. 

See  note  10. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial 
schedules  beginning  on  page  A-8. 
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DEPARTMENT  OF  TRANSPORTATION 

SCHEDULE  OF  BUDGETED  REVENUE  &  TRANSFERS  IN  -  ESTIMATE  &  ACTUAL 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1993 


Fiscal  Year  1992-93 
GENERAL  FUND 

Estimated  Revenue 

Actual  Revenue 

Collections  Over 
(Under)  Estimate 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

ENTERPRISE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

INTERNAL  SERVICE  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

Fiscal  Year  1991-92 
GENERAL  FUND 

Estimated  Revenue 

Actual  Revenue 

Collections  Over 
(Under)  Estimate 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

ENTERPRISE  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

INTERNAL  SERVICE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

NONEXPENDABLE  TRUST  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


1 


See  notes  6  and  7. 
See  note  7. 


Licenses 
and 

Permits 


Taxes 


Charges 

^°^   2 
Services 


Investment 
Earnings 


Federal 

Indirect 

Cost 

Recoveries 


Sale  of 
Documents,. 
Merchandise 


Rentals,  Grants, 

Leases  &  Contracts 

Royalties  Mi  see  I laneous  Donations 


Other 

Financing 

Sources 


Federal 


$     2,400    $    385,000 
19.792        444.306 


$    17.392 

$     59.306 

$ 
$ 

761,875 
843.881 

82.006 

$ 
$_ 

738 
338 

(400) 

$15, 
10, 

$iL 

,585 
,325 

,260) 

$15,076,886 
12.552.309 

$(2,524,577) 

$   284,500 
484.445 

$   199.945 

$102,000 
170.041 

$  68.041 

$  46,000 
28.765 

$,(17,235) 

$ 

$_ 

$ 

$_ 

$ 

$_ 

$27,717,193 
29.511.089 

$  1.793.896 

$117,413,112 
116.368.686 

$  (1.044.426) 

350,000 
186.072 

(163.928) 

$ 
$ 

6,000 
3,581 

(2.419) 

4,000 
6.417 

2.417 

$13 
15. 

5_i 

,792,124 
.220.329 

.428.205 

45,000 
0 

(45.000) 

18,501 
18,986 


485 


$25,458,977    $111,723,008    $   842,991     $  44,527    $  2,333    $15,635,726   $102,000    $  355,000 
27.422.702     121.277.142      1.177.982       1.782     15.532     12.146.465     56.960     2.333.272 


$     6,000 
3.455 

$    (2.545) 


$13,792,124 
16.153.803 

$  2.361.679 


$(] 

5,489.261) 

$(45,040) 

$  46,000 
34,646 

$(11,354) 

$ 

$_ 

$ 

.978.272 

284,500 
393.353 

108.853 

4,000 
8.645 

4.645 

$ 
$_ 

45,000 
0 

(45.000) 

$  6,255 
0 


Total 


$    387,400 
464.098 


76.698 


$265,223   $133,687,572   $157,392,072 
180.878    125.461.907    143.588.203 


$452,782,256 
428.873.729 


$(84.345)  $  (8.225.665)  $(13.803.869)  $(23.908.527) 


18,000 
11.261 


(6.739) 


$  14,208,404   $147,068,708 
11.417.090    130.540.014 


$  74,000 

50.024 

$  (23.976) 


$  14,121,624 
15.704.774 

$     1.583.150 


$  18,501 

18.986 

$ 485 


$315,441,674 
306.388.941 


$  (2.791.314)     $(16.528.694)     $  (9.052.733) 


$  19,000 

7.101 


$ 


(11.899) 


$  75,000 

53.847 

$         (21.153) 


$  14,121,624 
16.547.156 

$     2.425.532 


6,255 

0 


(6.255) 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-8. 
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DEPARTMENT  OF  TRANSPORTATION 


SCHEDULE 

OF  BUDGETED 

PROGRAM  EXPENDITURES  BY  OBJECT  AND  FUND 

BUDGET  AND  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30. 

1993 

General 

State 

Interfund 
Equipment    Transfers 

Stores  - 
Inventory^ 

Rail  & 

Operations 

Construction 

Maintenance 

Motor  Pool 

G.V.W. 

Aeronautics 

Transit 

Total 

PERSONAL  SERVICES 

Salaries 

$  4,637,699 

$  24,425,054 

$17,604,879 

$116,468 

$  3,290,055 

$2,618,658 

$243,006 

$ 

563,017 

$  53,498,836 

Other  Compensation 

8,950 

2,490 

11,440 

Employee  Benefits 

1.125.486 

6.125.511 

5.459.463 

37.578 

1.036.014 

701.795 

68.440 

151.320 

14.705.607 

Total 

5.763.185 

30.559.515 

23.064.342 

154.046 

4.326.069 

3.320.453 

313.936 

714.337 

68.215.883 

OPERATING  EXPENSES 

Other  Services 

2,065,344 

150,034,095 

1,999,651 

36,217 

255,012 

20,243 

51,354 

155,402 

154,617,318 

Supplies  &  Materials 

535,138 

828,676 

957,029 

150,482 

2,352,656 

$   (86,431) 

65,966 

29,374 

5,367 

4,838,257 

Conmunications 

354,247 

434,338 

177,796 

1,658 

7,515 

79,407 

12,603 

9,588 

1,077,152 

Travel 

169,936 

1,753,608 

142,259 

60 

28,895 

94,430 

16,410 

56,660 

2,262,258 

Rent 

52,927 

2,063,558 

11,475,453 

4,104 

5,907 

174,967 

12,177 

3,861 

13,792,954 

Utilities 

2,215 

31,716 

1,572,821 

4,965 

40,780 

47,015 

18,204 

1,717,716 

Repair  &  Maintenance 

83,356 

579,316 

10,587,439 

44,193 

1,953,860 

86,431 

48,650 

16,649 

13.399,894 

Other  Expenses 

78,013 

119,980 

152,868 

1,081 

50,373 

104,154 

8,051 

27,790 

542.310 

Goods  Purchased  For  Resal 

e 

231 

155.845.518 

13.961.289 
13.961.289 

14.015 
178.837 

96 
258.764 

13.975.631 

Total 

3.341.176 

27.065.316 

242.760 

4.694,998 

634.832 

206.223.490 

EQUIPMENT  AND  INTANGIBLE  ASSETS 

Equipment 

188,670 

1,504,372 

1,247,752 

521,211 

4,611,269 

49,313 

18,021 

2,299 

8.142.907 

Intangible  Assets 

503 
189.173 

80.902 
1.585.274 

81.405 

Total 

1.247.752 

521.211 

4.611.269 

49.313 

18.021 

2.299 

8.224.312 

CAPITAL  OUTLAY 

Land  &  Interest  In  Land 

4,566,005 

113,219 

4,679,224 

Buildings 

162,242 
275,461 

162.242 

Total 

4.566.005 

4,841.466 

LOCAL  ASSISTANCE 

From  State  Sources 

235.927 

235.927 

Total 

235,927 

235.927 

GRANTS 

From  State  Sources 

14,021,000 

90,019 

10,000 

374,835 

14.495,854 

From  Federal  Sources 

259,301 

1 

,423,351 

1.682.652 

From  Other  Sources 

1 

266.778 
.064.964 

266.778 

Total 

14.021.000 

349.320 

10.000 

16.445.284 

BENEFITS  AND  CLAIMS^ 

Other  Financing  Uses/ 

Deductions 

112.040.000 

112.040.000 

Total 

112.040.000 

112.040.000 

TRANSFERS 

Accounting  Entity  Transfers 

$32,599,484 

11.261 

32.610.745 

Total 

32.599.484 

11.261 

32.610.745 

DEBT  SERVICE 

Bonds 

50,476 

50,476 

Installment  Purchases 

5.549 

5.549 

Total 

56.025 

56.025 

TOTAL  PROGRAM  EXPENDITURES 

$135,410,559 

$192,905,632 

$51,652,871 

$918,017 

$13,632,336  $32,599,484 

$13,961,289 

$4,004,598 

$767,982 

$3 

.040.364 

$448,893,132 

GENERAL  FUND 

Budgeted 

$ 

391,831 

$    391,831 

Actual 

315.955 

315.955 

Unspent  Budget  Authority 

$_ 

75,876 

$     75.876 

SPECIAL  REVENUE  FUND 

Budgeted 

$135,750,888 

$213,013,178 

$51,846,345 

$36,426,104 

$14,641,886 

$4,180,860 

$950,540 

$5 

,293,717 

$462,103,518 

Actual 

135.410.559 

192.905.632 

51.652.871 

32.599.484 

13.961.289 

4.004.598 

715.971 

2 

.637.225 

433.887.629 

Unspent  Budget  Authority 

$    340.329 

$  20.107.546 

$   193.474 

$  3.826.620 

$   680.597 

$   176.262 

$234.569 

*2 

.656.492 

$  28.215.889 

INTERNAL  SERVICE  FUND 

Budgeted 

$991,329 

$13,635,166 

$  14.626.495 

Actual 

918.017 

13.632.336 

14.550.353 

Unspent  Budget  Authority 

$  73.312 

$     2.830 

$     76.142 

ENTERPRISE  FUND 

Budgeted 

$  68,586 

$     68.586 

Actual 

52.011 

52.011 

Unspent  Budget  Authority 

$  16.575 

$     16.575 

EXPENDABLE  TRUST  FUND 

Budgeted 

$ 

304,281 

$    304.281 

Actual 

87.184 

87.184 

Unspent  Budget  Authority 

$_ 

217.097 

$    217.097 

See  note  6. 

See  notes  6  and  7. 

See  note  7. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-8. 
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DEPARTWENT  OF  TRANSPORTATION 

SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  BY  OBJECT  AND  FUND 

BUDGET  AND  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1992 


PERSONAL  SERVICES 
Salaries 

Other  Compensation 
Employee  Benefits 
Total 

OPERATING  EXPENSES 
Other  Services 
Supplies  &  Materials 
Comnxjni cat  ions 
Travel 
Rent 

Utilities 

Repair  &  Maintenance 
Other  Expenses 
Goods  Purchased  For  Resale 
Total 

EQUIPMENT  AND  INTANGIBLE  ASSETS 
Equipnient 
Total 

CAPITAL  OUTLAY 

Land  &  Interest  In  Land 

Bui Idings 

Total 

LOCAL  ASSISTANCE 
From  State  Sources 
Total 

GRANTS 

From  State  Sources 
From  Federal  Sources 
From  Other  Sources 
Total 

TRANSFERS 
Accounting  Entity  Transfers 
Total 

DEBT  SERVICE 
Bonds 

Leases 

Installment  Purchases 

Total 

TOTAL  PROGRAM  EXPENDITURES 

GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

INTERNAL  SERVICE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

ENTERPRISE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

EXPENDABLE  TRUST  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

See  note  7. 


Genera  I 
Operations 

$  4,101,302 

7,564 

930.430 

5.039.296 


3.343.683 


157.065 
157.065 


14,021,000 


14.021.000 


6,558 


6.054 


12.612 


Construction 

$  22,676,560 

5.228.773 
27.905.333 


Maintenance 

$16,706,976 

4.651.914 
21.358.890 


State 
Motor  Pool 

$121,865 

33.658 
155.523 


$22,758,405 

22.573.656 

$   184.749 


162.522.605 


716.203 
716.203 


4,526,381 
4.526.381 


49,500 
44,938 

94.438 


256 


256 


$208,060,365 

195.765.216 

$  12.295.149 


25.708.304 


417.425 
417.425 


108,434 

68.794 

177.228 


$22.573.656    $195.765.216    $47.661.847 


$49,744,881 

47.661.847 

$  2.083.034 


240.303 


333.776 
333.776 


$759,439 

729.602 

$  29.837 


Equipment 

$  3,162,789 

880.902 
4.043.691 


Interfund 
Transfers 


Stores  , 
Inventory 


1,804,208 

156,595,369 

2,140,368 

38,776 

239,876 

771,876 

773,813 

800,259 

147,352 

2,300,658 

341,892 

464,256 

185,461 

2,052 

7,464 

166,533 

1,744,624 

167,446 

198 

31,876 

66,756 

2,290,733 

12,125,425 

3,696 

5,655 

2,218 

24,590 

1,583,423 

5,947 

46,510 

107,354 

504,670 

8,624,829 

41,012 

1,710,100 

82,846 

124,550 

81,093 

1,270 

42,953 

4.385.092 


4.907.915 
4.907.915 


$23.429.980 
23.429.980 


(43,820) 


46,320 

(2,854) 

14 

.228.203 

14, 

,227.849 

$729.602    $13.336.698    $23.429.980   $14.227.849 


$27,463,737 

23.429.980 

$  4.033.757 


$15,260,726 

14.227.849 

$  1.032.877 


$13,675,719 
13.336.698 

$   339.021 


Rail  & 

G.V.W. 

Aeronautics 

Transit 

Total 

$2,421,299 

$264,544 
2,850 

$ 

564,811 

$  50,020,146 
10,414 

625.280 

80.288 

127.563 

12.558.808 

3.046.579 

347.682 

692.374 

62.589.368 

31,666 

54,915 

311,985 

161,217,163 

62,427 

43,517 

5,238 

4,861,320 

62,509 

15,754 

10,717 

1,090,105 

105,494 

16,805 

52,239 

2,285,215 

174,565 

10,182 

8,898 

14,732,230 

45,128 

18,601 

1,726,417 

47,066 

33,575 

1,696 

11,067,448 

97,076 

7,313 

10.934 
211.596 

35,180 

472,281 
14.239.137 

625.931 

425.953 

211.691.316 

191.369 

8.007 

595 

6.732.355 

191.369 

8.007 

,202.663 
202.663 

595 

6.732.355 

4,634,815 

68.794 

4.703.609 

202.663 
202.663 

5,000 

258,075 

645,420 

60.000 

963.495 

14,333,575 
690,358 

60.000 

5.000 

15.083.933 

7.101 

23.437.081 

7.101 

23.437.081 

6,558 

256 

6.054 

12.868 

$3,863,879 

$782,049 

$2 
$ 

.082.417 

$324,453,193 

549,944 

$    549,944 

386.545 

386.545 

$923,387 

$_ 

$4 

163.399 

$    163.399 

$4,140,026 

,005,172 

$332,356,699 

3.863.879 

715.134 

1 

.647.308 

309.884.869 

$  276.147 

$208,253 

$2 

.357.864 

$  22.471.830 

$  14,435,158 

14.066.300 

$  83,814 

$    368.858 

$     83,814 

66.915 

66.915 

$  16.899 

$ 

352,845 

$     16.899 

$    352,845 

48.564 

48.564 

$ 

304.281 

$    304.281 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-8. 
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Notes  to  the  Financial  Schedules 

For  the  Two  Fiscal  Years  Ended  June  30,  1993 


1.  Snuunaiy  of  Significant 

Accounting  Policies 


Basis  of  Accounting 


The  Montana  Department  of  Transportation  (department)  uses 
the  modified  accrual  basis  of  accounting,  as  defined  by  state 
accounting  policy,  for  its  Governmental  and  Expendable  Trust 
Funds.   In  applying  the  modified  accrual  basis,  the  department 
records: 


Revenues  when  it  receives  cash  or  when  receipts  are 
measurable  and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  department 
incurs  the  related  liability  and  it  is  measurable. 

The  department  uses  accrual  basis  accounting  for  Proprietary 
and  Nonexpendable  Trust  Funds.   Under  the  accrual  basis,  as 
defined  by  state  accounting  policy,  the  department  records 
revenues  in  the  accounting  period  earned  if  measurable  and 
records  expenses  in  the  period  incurred,  if  measurable. 

Expenditures  and  expenses  may  include  entire  budgeted  service 
contracts  even  though  the  department  received  the  services  in  a 
subsequent  fiscal  year;  goods  ordered  with  a  purchase  order 
before  fiscal  year-end,  but  not  received  as  of  fiscal  year-end; 
and  equipment  ordered  with  a  purchase  order  before  fiscal  year- 
end. 

State  accounting  policy  also  requires  the  department  to  record 
the  cost  of  employees'  annual  leave  and  sick  leave  when  used  or 
paid. 


Basis  of  Presentation 


The  financial  schedule  format  is  in  accordance  with  the  policy  of 
the  Legislative  Audit  Committee.   The  financial  schedules  are 
prepared  from  the  Statewide  Budgeting  and  Accounting  System 
without  adjustment.   Accounts  are  organized  in  funds  according 
to  state  law. 
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Beginning  July  1,  1991,  Chapter  512,  Laws  of  1991,  abolished 
the  Department  of  Highways  and  created  the  new  Department  of 
Transportation.   The  law  transferred  the  functions  of  the  former 
Department  of  Highways,  Aeronautics  and  Rail  and  Transit 
Divisions  of  the  Department  of  Commerce,  and  Motor  Fuels  Tax 
Division  of  the  Department  of  Revenue  to  the  Department  of 
Transportation.   Changes  to  the  department  resulting  from  the 
reorganization  are  explained  in  the  following  descriptions  of 
funds  used  by  the  department. 

Governmental  Funds  General  Fund  -  to  account  for  all  financial  resources  except 

those  required  to  be  accounted  for  in  another  fund.   The  general 
fund  is  an  addition  to  the  department  in  fiscal  year  1991-92  as  a 
result  of  the  transfer  of  Rail  and  Transit  Division  from  the 
Department  of  Commerce. 

Special  Revenue  Fund  -  to  account  for  proceeds  of  specific 
revenue  sources  legally  restricted  to  expenditures  for  specific 
purposes.   Department  State  Special  Revenue  Funds  include  the 
Highway  Special  Revenue  Account,  Highway  Revenue  Bond 
Proceeds  Account,  Aeronautics  Division  Account,  Rail  Con- 
struction Loan  Account,  Petroleum  Storage  Tank  Cleanup 
Account,  the  Motor  Fuel  Tax  Accounts,  and  the  Stores  Inventory 
Program. 

Beginning  in  fiscal  year  1991-92,  the  Aeronautics  Division  and 
Rail  Construction  Loan  Accounts  were  transferred  from  the 
Department  of  Commerce.   The  Petroleum  Storage  Tank  Cleanup 
Account,  and  the  Motor  Fuel  Tax  Accounts  were  transferred 
from  the  Department  of  Revenue  during  reorganization. 

Department  Federal  Special  Revenue  Funds  include  the  Highway 
Trust  Account  for  federal  funds  designated  for  highway  con- 
struction, the  Federal  Airport  Improvement  Program  Account, 
the  Federal  Transit  Administration  Account  for  federal  assis- 
tance to  public  transportation,  and  the  Federal  Rail  Administra- 
tion Account  for  Local  Rail  Service  Planning.   The  Airport 
Improvement  Program,  Transit  Administration,  and  Rail  Admin- 
istration were  transferred  from  the  Department  of  Commerce  as 
a  result  of  reorganization. 
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Debt  Service  Fund  -  to  account  for  accumulated  resources  for 
the  payment  of  general  long-term  debt  principal  and  interest. 
The  fund  accounts  for  the  Highway  Building  Complex  Bonds, 
Series  1976,  the  department's  Series  1987  Revenue  Bonds,  and 
the  department's  Series  1993  Highway  Revenue  Refunding 
Bonds.  The  1993  Revenue  Refunding  Bond  issue  was  used  to 
refund  a  portion  of  the  1987  Revenue  Bonds  maturing  in  the 
years  1998  through  2005. 


Proprietary  Funds 


Enterprise  Fund  -  to  account  for  operations:  (a)  financed  and 
operated  in  a  manner  similar  to  private  business  enterprises, 
where  the  Legislature  intends  that  the  department  finance  or 
recover  costs  primarily  through  user  charges;  or  (b)  where  the 
legislature  has  decided  that  periodic  determination  of  revenues 
earned,  expenses  incurred  or  net  revenue  is  appropriate.   The 
West  Yellowstone  Airport  is  recorded  in  the  Enterprise  Fund. 
The  airport  is  managed  by  the  Aeronautics  Division  which  was 
transferred  from  the  Department  of  Commerce  during  the  fiscal 
year  1991-92  reorganization. 


Internal  Service  Fund  -  to  account  for  providing  goods  or 
services  to  other  agencies  or  departments  on  a  cost-reimburse- 
ment basis.   Department  Internal  Service  Funds  include  the  State 
Motor  Fool  and  Highway  Equipment  Accounts. 


Fiduciary  Funds 


Expendable  Trust  Funds  -  for  the  Woodville  Highway  Account 
and  the  Burlington  Northern  -  Geraldine  Rail  Settlement.   The 
Woodville  Trust  accounts  for  proceeds  and  interest  earned  from 
the  sale  of  a  section  of  highway  to  the  Anaconda  Company.   The 
department  is  holding  these  moneys  in  trust  with  the  intent  they 
be  used  to  improve  Butte-Silverbow  area  roadways. 


The  Burlington  Northern  -  Geraldine  Rail  Settlement  Expend- 
able Trust  includes  settlement  money  from  a  lawsuit  with 
Burlington  Northern  to  operate  the  Central  Montana  Railroad. 
The  trust  was  terminated  November  5,  1992.   The  remaining 
funds  in  the  amount  of  $2,177,620  were  transferred  by  court 
order  to  Central  Montana  Rail  for  continued  use  and  operation 
of  the  Geraldine  Railroad.   The  trust  fund  is  an  addition  to  the 
department  resulting  from  the  transfer  of  the  Rail  &  Transit 
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Division  from  the  Department  of  Commerce  during  the  fiscal 
year  1991-92  reorganization. 

Nonexpendable  Trust  Fund  -  for  the  Moore  -  Sipple  (Rail) 
Connector.   The  trust  accounts  for  federal  project  funds  held  by 
the  state  to  ensure  the  rail  operator  meets  project  agreement 
conditions.   The  fund  is  an  addition  to  the  department  resulting 
from  the  transfer  of  the  Rail  &  Transit  Division  from  the 
Department  of  Commerce  during  the  fiscal  year  1991-92 
reorganization. 

Agency  Fund  -  for  Federal  Transit  Administration  Grant  local 
match  funds  for  urban  mass  transit.   The  department  holds  funds 
to  match  federal  assistance  for  public  bus  systems  in  Missoula, 
Butte,  Great  Falls  and  Billings.   The  department  received  and 
expended  $69,921  in  fiscal  year  1991-92  and  $170,029  in  fiscal 
year  1992-93  of  matching  funds  from  the  local  governments. 
The  fund  is  an  addition  to  the  department  resulting  from  the 
transfer  of  the  Rail  &  Transit  Division  from  the  Department  of 
Commerce  in  fiscal  year  1991-92. 


Account  Groups 


Long-term  Debt  Account  Group  -  to  account  for  the  depart- 
ment's long-term  obligations  related  to  bonds  and  compensated 
absences,  except  those  recorded  in  the  Internal  Service  Funds. 
The  account  group  is  not  reflected  in  the  financial  schedules  but 
is  discussed  in  note  6. 


Direct  Entries  to  Fund 
Balance 


The  majority  of  the  direct  entries  to  fund  balances  in  fiscal  year 
1991-92  are  the  result  of  the  department's  reorganization. 
Beginning  July  1,  1991,  Chapter  512,  Laws  of  1991,  abolished 
the  Department  of  Highways  and  created  the  new  Department  of 
Transportation.   The  law  transferred  the  functions  of  the  former 
Department  of  Highways,  Aeronautics  and  Transportation 
Divisions  of  the  Department  of  Commerce,  and  Motor  Fuels  Tax 
Division  of  the  Department  of  Revenue  to  the  Department  of 
Transportation.   When  the  divisions  and  their  related  programs 
were  transferred  to  the  department,  the  associated  fund  balances 
were  also  transferred  to  the  department.  The  direct  entries  to 
fund  balance  account  for  the  transfer. 
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Annual  and  Sick  Leave 


Employees  at  the  department  accumulate  both  annual  and  sick 
leave.   The  department  pays  employees  for  100  percent  of 
unused  annual  and  compensatory  time  and  25  percent  of  unused 
sick  leave  credits  upon  termination.   Accumulated  unpaid  liabili- 
ties for  annual  and  sick  leave  are  not  reflected  in  accompanying 
financial  schedules.   In  the  Proprietary  Funds,  the  increase  in 
annual  leave  and  25  percent  of  the  increase  in  sick  leave  are 
recognized  as  nonbudgeted  expenses  when  the  related  liability  is 
recorded  at  year-end.   The  department  absorbs  expenditures  for 
termination  pay  in  its  annual  operational  costs.   At  June  30, 
1993,  the  department  had  a  liability  of  $7,753,212  in  the  Long- 
term  Debt  Account  Group  which  is  not  reflected  in  the  accom- 
panying financial  schedules.  The  June  30,  1993,  compensated 
absences  liabilities  for  the  Enterprise  Fund  was  $1,343  and  for 
the  Internal  Service  Funds  was  $441,058. 


Pension  Plan 


Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS).   The  department's  contribution  to 
PERS  was  $3,166,932  in  fiscal  year  1991-92  and  $3,692,854  in 
fiscal  year  1992-93. 


General  Fund  Balance 


The  General  Fund  is  a  statewide  fund.   Agencies  do  not  have  a 
separate  General  Fund  since  their  only  authority  is  to  pay  obli- 
gations from  the  statewide  General  Fund  within  their  appropria- 
tion limits.   Thus,  on  an  agency's  schedules,  the  General  Fund 
beginning  and  ending  fund  balance  will  always  be  zero. 


Bond  Debt 


The  department  has  long-term  debt  outstanding  as  of  June  30, 
1993,  in  the  form  of  general  obligation  bonds  and  special 
revenue  bonds.   The  General  Obligation  Bonds  (Series  1976) 
were  issued  to  fund  the  construction  of  the  Highway  Building 
Complex.   Repayment  of  the  general  obligation  bonds  is  funded 
by  gasoline  taxes  pledged  to  debt  service. 


The  Special  Revenue  Bonds,  Series  1987,  were  issued  to  refund 
the  Highway  Revenue  Bonds,  Series  1983,  the  Highway  Revenue 
Bond  Anticipation  Notes,  Series  1985,  and  to  finance  the 
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construction,  reconstruction  and  repair  of  the  state's  highways. 
The  special  revenue  bonds  debt  repayment  is  funded  by  gross 
vehicle  weight  fees,  fuel  and  gasoline  excise  and  license  taxes, 
and  coal  severance  taxes. 

On  February  15,  1993,  the  department  issued  $112,040,000  of 
Highway  Revenue  Refunding  Bonds,  Series  1993,  to  refund  a 
portion  of  the  $150,000,000  outstanding  1987  Series  Special 
Revenue  Bonds  maturing  in  the  years  1998  through  2005.   The 
net  proceeds  of  $1 10,364,673  plus  $5,181,432  of  Series  1987  debt 
service  reserve  funds  were  placed  with  an  escrow  agent  to 
provide  future  debt  service  payments  on  the  Series  1987  bonds. 
As  a  result,  $106,180,000  of  the  Series  1987  bonds  are  considered 
defeased  and  liability  for  that  amount  removed  from  the 
department's  General  Long-Term  Debt  Account  Group. 

Proceeds  from  the  1993  refunding  bonds  were  initially  recorded 
in  the  Special  Revenue  Fund  as  other  financing  sources.   Other 
financing  uses  expenditures  were  recorded  in  the  Special 
Revenue  Fund  to  transfer  the  proceeds  to  the  Long-Term  Debt 
Account  Group  to  refund  a  portion  of  the  Series  1987  bonds. 
The  department  refunded  the  Series  1987  bonds  to  reduce  total 
debt  service  payments  over  the  next  12  years  by  an  estimated 
$8.7  million  and  to  obtain  an  economic  gain  (the  difference 
between  the  present  value  of  debt  service  payments  on  the  1987 
bonds  and  the  1993  bonds)  of  an  estimated  $3  million. 

The  following  information  identifies  the  department's  long-term 
debt  balances  as  of  June  30,  1993: 
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Outstanding  Bond  Debt 


Bond 

Amount 

Interest 

Outstanding 

Series 

I ssued 

Range  (%) 

at  6/30/93 

General  Obi i gat i or 

1 

Bonds 

1976 

$  7,400,000 

4.1  -  6.1 

$  1,700,000 

Special  Revenue 

Noncallable  Bonds 

1987 

150,000,000 

5.5  -  7.2 

43,820,000 

1987 

Trustee  Held 

Principal 

(5,865,000) 

Special  Revenue 

Refunding  Bonds 

1993 

112,040,000 

2.5  -  5.2 

112,040,000 

Total  Outstanding 

Special  Revenue  Bond  Debt 

$149,995,000 

Bond  Debt  Payment 


Bond  activity  is  recorded  in  the  Debt  Service  Fund.   The  fund 
accounts  for  the  annual  debt  payments  as  nonbudgeted  activity. 
Amounts  presented  by  the  Debt  Service  Fund  -  Schedule  of 
Changes  in  Fund  Balance  are  essentially  bond  debt  payments. 
Future  payment  requirements  are  as  follows: 


1976  -  General  Obligation 
Highway  Building  Complex 


Fiscal  Y 

ear 

Ending  J 

une 

30 

Principal 

Interest 

Total 

1994 

$535,000 

$85,000 

$620,000 

1995 

565,000 

58,250 

623,250 

1996 

600,000 

30,000 

630,000 

1987  Special  Revenue  Bond 

Fiscal  Y 

ear 

Ending  J 

une 

30 

Principal 

Interest 

Total 

1994 

$7,820,000 

$2,375,302 

$10,195,302 

1995 

8,250,000 

1,925,127 

10,175,127 

1996 

8,720,000 

1,432,762 

10,152,762 

1997 

9,235,000 

893,855 

10,128,855 

1998 

9,795,000 

306,094 

10,101,094 

ear 

1993  Special 

Revenue  Refunding 

Bonds 

Fiscal  Y 

Ending  J 

une 

30 

Principal 

Interest 

Total 

1994 

$  1,200,000 

$  4,752,762 

$  5,952,762 

1995 

1,800,000 

5,374,628 

7,174,628 

1996 

2,000,000 

5,311,628 

7,311,628 

1997 

2,000,000 

5,235,628 

7,235,628 

1998 

2,000,000 

5,153,128 

7,153,128 

1999-2006 

103,040,000 

22,203,142 

125,243,142 
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Intrafnnd  and  Interfand 
Activity 


During  the  course  of  normal  operations,  the  department  has 
transactions  within  funds  and  between  funds  to  finance  opera- 
tions, provide  services,  and  service  debt.   The  following 
describes  the  interfund  and  intrafund  activity  for  the  two  fiscal 
years  ending  June  30,  1993. 


Stores  Inventory  Program 


The  Stores  Inventory  Program  is  accounted  for  in  the  Highway 
Special  Revenue  Fund.   The  program  is  responsible  for  purchas- 
ing and  inventorying  road  materials,  supplies,  tools,  equipment 
parts,  and  fuel  used  by  the  department.   Expenditures  are 
recorded  in  the  Stores  Inventory  Program  for  the  initial  purchase 
of  the  items  and  merchandise  sales  revenue  is  recorded  for  the 
sale  of  inventory  to  other  programs.   Other  programs  record  an 
expenditure  for  purchases  from  the  Stores  Inventory  Program. 
Activity  in  the  Stores  Inventory  Program  for  the  two  fiscal  years 
ended  June  30,  1993,  was  as  follows: 


Fiscal  Year 

1991  -  92 

1992  -  93 


Expenditures 

$14,227,849 

13,961,289 


Revenues 
$11,969,515 
12,524,629 


Equipment  Program 


The  Equipment  Program,  which  is  part  of  the  Internal  Service 
Fund,  maintains  a  fleet  of  equipment  and  vehicles  for  use  within 
the  department.   Costs  are  recovered  through  user  fees  charged 
to  other  programs  within  the  department.   Charges  for  services 
revenue  is  recorded  in  the  Internal  Service  Fund  for  the  rent  of 
the  equipment  and  the  user  program  records  rent  expense.   The 
major  programs  using  equipment  include  the  Maintenance 
Program,  the  Construction  Program,  and  the  GVW  Program. 


Transfers 


During  fiscal  year  1991-92,  Highway  Special  Revenue  accounts 
transferred  $11,417,090  to  the  Highway  Reconstruction  Account 
and  $12,012,890  to  Debt  Service  accounts  for  bond  repayments. 
During  fiscal  year  1992-93,  Highway  Special  Revenue  accounts 
transferred  $13,421,907  to  the  Highway  Reconstruction  Account 
and  $19,177,577  to  the  Debt  Service  accounts  for  bond  payments. 


Page  A-15 


Notes  to  the  Financial  Schedules 


8. 


Cash  Transfers  Out 


The  department  is  funded  in  part  by  gasoline  and  diesel  fuel 
taxes.   The  fiscal  year  1991-92  reorganization  transferred  the 
Motor  Fuel  Tax  Division,  responsible  for  collecting  fuel  taxes, 
from  the  Department  of  Revenue  to  the  Department  of 
Transportation.   While  the  majority  of  fuel  tax  collected  is 
earmarked  for  department  operations,  there  are  specific  fuel  tax 
collections  that  fund  other  agency  programs.   As  a  result,  the 
department  collects  Motor  Boat,  Snowmobile,  and  Off  Road 
Vehicle  Fuel  Taxes  for  the  Department  of  Fish,  Wildlife,  and 
Parks.  The  department  also  collects  Petroleum  Storage  Tank 
Cleanup  Funds  for  the  Department  of  Health  and  Environmental 
Sciences.  The  Cash  Transfers  Out  account  records  the  transfer 
of  tax  revenue  to  the  administering  agencies. 


Highway  Constrnction 
Commitments 


At  June  30,  1993,  the  department  had  contractual  commitments 
of  approximately  $1 16,489,127  for  construction  of  various 
highway  projects.   Funding  for  these  highway  projects  is  to  be 
provided  from  federal  grants  and  matching  state  special  revenue 
funds. 


10.       Changes  in  Accounting 
Policy 


As  a  result  of  changes  in  state  accounting  policy  for  revenue 
recognition  methods  in  fiscal  year  1991-92,  the  fund  balance  in 
the  Special  Revenue  Fund  decreased  by  approximately 
$7.8  million.   The  accounting  change  caused  federal  revenue  to 
be  reclassified  as  deferred  revenue.   In  fiscal  year  1992-93,  the 
state  accounting  policy  for  revenue  recognition  changed  again  so 
that  revenue  is  recognized  when  expenditures  are  made  where 
the  likelihood  of  receiving  federal  reimbursement  is  probable. 
As  a  result,  the  department  did  not  defer  federal  revenue  in  the 
Special  Revenue  Fund  in  fiscal  year  1992-93. 
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Montana  Department 
of  Transportation 


2701  Prospect  Avenue 
PO  Box  201001 
Helena  MT  59620-1001 


Marc-ffgQicoi.  Governor 


3  >-^\ 


December  9,   1993 


Scott  A.  Seacat 
Legislative  Auditor 
Room  135 
State  Capitol 
Helena  Mt   59620 


Subject:   Department  of  Transportation's  Financial 

Compliance  Audit  for  Fiscal  Years  1991-92  and 
1992-93 


I  am  transmitting  our  response  to  the  audit  performed  by 
your  office  for  the  two  fiscal  years  ended  June  30,  1993. 

Thank  you  for  your  staff's  effort,  cooperation,  and 
professionalism  during  this  audit. 

If  you  have  questions  concerning  our  response,  please  call 
me  at  444-6201. 


(W 


Marvin  Dye 

Director  of  Transportation 
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Recommendation  #1 

We  recommend  the  department  work  with  the  district  offices 
to  establish  and  follow  effective  control  procedures  to 
prevent  and  detect  duplicate  payments. 

Response 

Concur. 

Even  though  the  department  has  established  procedures 
enforcement  is  sometimes  difficult.   Many  users  do  follow 
procedures  and  use  the  system  properly  but  not  all. 
Therefore  we  have  initiated   additional  measures  to 
alleviate  the  problem. 

1)  Accounting  Services  Bureau  has  formally  requested  the 
Information  Services  Bureau  to  develop  a  system  edit  that 
will  automatically  check  for  duplicate  invoices  in  the  HOC 
system  before  allowing  a  claim  to  be  processed. 

2)  Accounting  Services  Bureau  met  with  the  District 
Centralized  Services  Supervisors  in  December  stressing  the 
importance  of  compliance  with  established  procedures  and 
enforcement  of  the  policy. 

Recommendation  #2 

We  recommend  the  department  ensure  transactions  are  properly 
reviewed  prior  to  approval  or  establish  edits  on  department 
systems  to  limit  amounts  personnel  can  approve  without 
further  review. 

Response 

Concur . 

Our  policy  is  to  review  transactions  to  detect  errors 
before  approving  them.   We  are  reaffirming  this  policy  with 
each  applicable  area  thru  policy  memo  update,  direct 
meetings  and  compliance  reviews.   The  errors  that  occurred 
were  due  to  human  error  and  were  detected  and  corrected  by 
this  department  because  of  our  internal  controls.   This 
department  also  requested  the  $43  million  warrant  be 
canceled  before  issuance (the  normal  process)  but  the  State 
Auditors  Office  informed  us  their  system  was  unable  to 
handle  this  request  because  of  the  size  of  the  warrant. 
Therefore  we  had  to  issue  and  then  cancel  the  warrant. 

Because  the  possibility  exists  for  human  error  a  system  edit 
was  established  in  September  1993  on  the  Highway  Online 
Claims  system  that  limits  the  amount  that  authorized 
personnel  can  approve  without  further  review. 
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Recommendation  #3 

We  recommend  the  department  implement  procedures  to  ensure: 

A.  Taxes  are  paid  by  the  ultimate  responsible  motor  fuel 
dealer  or  distributor. 

B.  Information  on  the  tax  returns  is  correctly  reported. 

Response 
Concur 

The  process  the  Auditors  recommend  does  not  ensure  the  state 
receives  all  taxes  due.   The  Accounting  Services  Bureau's 
Collection  Section  processes  and  enters  the  fuel  tax  returns 
on  the  Motor  Fuels  System,  and  it  is  not  that  section's 
function  to  perform  such  extensive  audit  procedures  as 
needed  to  meet  recommendations  A  and  B.   This  would  result 
in  100%  testing  being  performed  by  the  processors,  and  we  do 
not  consider  this  to  be  practical  because  the  Collections 
Section  does  not  have  the  necessary  staff  (4  fte  were  cut  as 
a  result  of  the  last  session)  to  perform  such  extensive 
tests,  and  process  the  tax  returns  in  a  timely  manner. 

The  Accounting  Services  Bureau  Compliance  Section  audits  the 
fuel  tax  accounts  to  provide  reasonable  assurance  that  the 
department  is  collecting  its  taxes  in  accordance  with 
applicable  state  laws,  rules,  and  policies.   Also  note  that 
the  audit  procedures  include  recommendations  A  and  B. 

We  have  also  introduced  significant  legislation  in  the  1993 
regular  and  special  legislative  sessions  to  ensure  taxes  are 
paid.   This  legislation  was  passed. 

Recommendation  #4 

We  recommend  the  department  implement  procedures  to  ensure 
accountability  of  GVW  permits  issued  and  revenue  due  the 
department. 

Response 

Concur. 

Motor  Carriers  Services  (MCS)  began  issuing  three-part 
computer  generated  permits  in  November,   1992.   If  a  permit 
must  be  voided  for  any  reason.  Department  policy  requires 
that  all  three  copies  of  the  permit  be  sent  to  the 
Accounting  Services  Bureau  in  Helena  headquarters  with  the 
originating  MCS  officer's  weekly  work.   The  computerized 
permit  system  will  not  print  any  more  than  three  copies  of  a 
given,  numbered  permit.   Each  of  the  three  copies  carry  the 
same  unique  permit  number  and  are  printed  on  specially 
ordered  yellow  paper  imprinted  with  the  Seal  of  the  State  of 
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Montana,  making  duplication  or  reproduction  virtually 
impossible. 

Also,  as  of  November  1993  we  receive  a  report  from  the  new 
system  listing  all  permits  issued  and  flagging  any  missing 
numbers  and  are  performing  sequential  reviews. 

Recommendation  #5 

We  recommend  the  department  establish  and  follow  procedures 
to  ensure: 

A.  All  checks  are  restrictively  indorsed  at  time  of 
initial  receipt  by  the  department  according  to  state 
policy. 

B.  All  receipts  are  deposited  timely  in  accordance  with 
state  law. 

Response 

Concur. 

It  is  the  department  policy  to  restrictively  endorse  all 
checks  at  the  time  of  initial  receipt  and  to  make  deposits 
in  a  timely  manner  in  accordance  with  state  policy  and  our 
procedures  manual.   We  are  addressing  the  situations  noted 
as  follows. 

1)  All  checks  are  not  received  at  the  central  headquarters 
mail  room.   As  a  result  it  is  more  difficult  to  enforce 
the  policy.   We  are  currently  in  the  process  of 
reviewing  the  flow  of  mail  and  implementing  changes  to 
the  mail  and  check  receipt  and  endorsement  process  in 
use  at  the  Helena  Headquarters  with  the  goal  of 
improving  internal  controls  and  eliminating  this 
problem. 

2)  Our  policy  is  to  restrictively  endorse  checks 
immediately  upon  receipt.   We  are  reaffirming  this 
policy  with  each  applicable  area  thru  policy  memo 
update,  direct  meetings  and  compliance  reviews. 

3)  Our  policy  is  to  deposit  all  receipts  timely  in 
accordance  with  state  law.   We  are  reaffirming  this 
policy  with  each  applicable  area  thru  policy  memo 
update,  direct  meetings  and  compliance  reviews. 

4)  Outdoor  Advertising  Control  presents  a  burden  on  the 
department  because  of  the  low  fees  and  high 
administrative  costs.   Therefore,  in  the  next  regular 
legislative  session  the  Right-of-Way  Bureau  will 
consider  introducing  legislation  to  increase  the  fee 
and/or  making  it  nonrefundable. 
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Recommendation  #6 

We  recommend  the  department  establish  procedures  to  ensure 
proper  separation  of  responsibilities  in  accordance  with 
state  policy. 

Response 

Concur. 

We  are  in  the  process  of  reassigning  duties  and  increasing 
compensating  controls  to  eliminate  the  internal  control 
problems  noted. 

Collections  section  duties  have  been  reassigned  to  prevent 
one  person  from  receiving  and  opening  mail,  recording 
transactions,  preparing  collection  reports,  and  depositing 
any  type  of  cash  receipts. 

The  Aeronautics  division  modified  their  procedures  by 
assigning  a  separate  employee  the  duty  of  opening  the  mail 
and  restrictively  endorsing  all  checks  received.   An 
independent  review  by  an  administrative  officer  of  revenue 
received  is  now  performed. 

In  the  department's  stores  system  the  stockman  is 
responsible  for  ordering,  recording  receipts  and  recording 
issues  of  Stores  items.   The  stockman  does  not  initiate 
inventory  adjustments  (delete  items  from  inventory) . 

A  compensating  control  exists  offsetting  the  potential 
weakness  in  internal  control  relating  to  the  ordering  and 
receipt  of  goods.   Payments  for  stores  inventory  items  are 
made  by  individuals  independent  of  the  stores  function 
These  payments  are  compared  to  the  stores  items  received  on 
a  monthly  basis.   If  items  do  not  match  they  appear  on  the 
unmatched  claims  report.   These  are  reconciled  monthly  by  an 
individual  independent  of  the  stores  function. 

We  revised  our  stores  issue  form  to  require  the  signature  of 
the  person  receiving  items  issued  from  stores.   This  will 
compensate  for  the  potential  weakness  in  internal  controls 
relating  to  the  issuance  of  inventory  items.   This  change 
was  presented  and  discussed  in  the  December  1,   1993 
District  Centralized  Services  Supervisor  meeting. 

Recommendation  #7 

We  recommend  the  department  establish  review  procedures  to 
ensure  motor  fuels  tax  revenue  is  correctly  recorded  on  SBAS 
at  fiscal  year-end. 
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Response 

Concur. 

As  stated  in  this  report  the  Department  has  implemented  and 
complied  with  this  recommendation.   During  fiscal  year  1993 
procedures  were  developed  to  insure  that  motor  fuel  revenues 
recorded  during  fiscal  year  end  are  properly  recorded. 
These  procedures  are: 

A.  Access  to  the  fiscal  year  end  date  on  the  revenue 
control  system  is  now  restricted  to  key  personnel.   The 
cashier  cannot  access  this  date.   In  fiscal  year  1992 
it  could  be  accessed  by  the  cashier; 

B.  A  separate  review  is  performed  of  all  journals 
generated  by  the  revenue  control  and  motor  fuels  system 
to  ensure  the  entries  were  correct; 

C.  During  fiscal  year  end  a  review  of  the  daily 
transaction  listing  is  made  on  a  daily  basis  to  insure 
errors  are  corrected  if  they  occur. 

Recommendation  #8 

We  recommend  the  department  improve  procedures  to  insure  MMS 
activity  is  recorded  on  SBAS. 


Response 

Concur. 

The  error  occurred  when  the  operations  section  personnel  did 
not  ensure  the  automated  system  journals  had  all  processed. 
We  implemented  manual  and  system  controls  to  prevent  the 
error  from  happening  again. 

1.  The  operations  section  logs  in  and   cross  checks  all 
journals  compared  to  a  master  list. 

2.  A  work  request  has  been  submitted  to  verify  that  all 
journals  have  been  run  based  on  a  master  list, 
otherwise  the  system  will  not  process  further  and 
generates  a  warning. 

Recommendation  #9 

We  recommend  the  department  establish  procedures  to  ensure 
equipment  rental  charges  are  properly  assessed. 

Response 

Concur. 
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The  Department  has  implemented  and  complied  with  this 
recommendation.   The  system  was  changed  so  that  the  proper 
assigned  hours  are  charged. 

Recommendation  #10 

We  recommend  the  department  record  accrued  expenditure 
transactions  at  fiscal  year-end  in  accordance  with  state 
accounting  policy. 

Response 

Concur. 

It  is  the  departments  policy  to  record  accrual  transactions 
at  fiscal  year-end  in  accordance  with  state  accounting 
policy.   We  believe  we  have  adequate  internal  controls  and 
review  processes  to  ensure  compliance.   The  problems  noted 
in  this  audit  are  isolated  and  immaterial  in  relation  to  the 
dollars  and  volume  processed. 

The  Accounting  Services  Bureau  issues  fiscal  year-end 
accrual  instructions  and  conducts  year-end  training  as  well. 
The  Compliance  review  section  also  performs  an  accrual 
review  for  compliance.   The  A  and  B  accrual  errors  noted  in 
the  report  were  due  to  incorrectly  interpreted  information 
provided  to  Accounting  Services  Bureau  personnel.   Because 
it  is  difficult  to  enforce  policy  and  procedures  we  will 
continue  to  stress  accrual  rules  during  the  fiscal  year-end 
process  training. 

Recommendation  #11 

We  recommend  the  department  review  and  revise  department 
policy  for  equipment  usage  charges  to  ensure  charges  to 
federal  projects  are  properly  supported  and  recorded. 

Response 

Concur. 

To  ensure  enforcement  with  current  policy  the  problems  were 
discussed  with  the  District  Engineers  at  the  August  District 
Engineer  meeting.   As  a  result  each  District  Engineer  agreed 
to  make  it  mandatory  that  the  reports  be  reviewed  and 
approved.   Also,   it  would  be  stressed  as  to  the  importance 
of  accuracy  of  operator  usage  compared  to  timesheets. 
Through  discussion  with  FHWA  it  is  agreed  that  the 
Departments'  policies  and  procedures  are  adequate  but 
enforcement  is  the  problem.   In  the  December  1,   1993 
District  Centralized  Services  Supervisor  meeting  the  problem 
and  enforcement  was  discussed.   Each  office  will  issue 
procedures  and  conduct  training  during  this  fiscal  year. 
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Recommendation  #12 

We  recommend  the  department  establish  procedures  to  ensure 
the  payroll  additive  rate  is  adjusted  on  the  department's 
systems  in  a  timely  manner. 

Response  ' 

Concur. 

The  department  has  implemented  procedures  to  prevent  this 
from  recurring.   Accounting  Services  Bureau  has  requested  a 
system  edit  notifying  agency  personnel  if  the  rate  has  not 
been  changed  in  a  timely  manner.   Also,  note  that  the 
revenue  will  be  recovered  in  the  future.   The  rate  is 
adjusted  each  year  based  on  a  break  even  basis. 

Recommendation  #13 

We  recommend  the  department  establish  procedures  to  ensure 
the  federal  participation  rates  are  correctly  input  to  the 
department's  computer  system. 

Response 

Concur. 

The  department  implemented  several  review  procedures  of  the 
federal  participation  rates  to  insure  they  are  correct. 

1.  The  Financial  Management  Bureau  completes  a  billing 
voucher  header  sheet  for  each  new  project.   The 
Information  Services  Bureau  keypunches  this  data  into 
the  Billing  Voucher (BV)  system.   The  Financial 
Management  Bureau  then  checks  the  header  back  to  the  BV 
system  to  ensure  the  data  is  keypunched  correctly. 
(This  procedure  has  been  in  effect  during  the  last  4 
fiscal  years) 

2.  The  Financial  Management  Bureau  also  checks  the 
percentages  on  modifications.   They  compare  the 
modification  programming  document  percentages  to  the  BV 
system  percentages.   (This  procedure  has  been  in  effect 
during  the  last  4  fiscal  years) 

3.  At  fiscal  year-end  a  reconciliation  is  completed  on  a 
sample  of  all  projects.   The  programming  document 
percentage  are  compared  to  the  BV  percentage.   (This 
procedure  was  performed  at  the  beginning  and  end  of 
fiscal  year  1993) 
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